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APPROVED CIP OVERVIEW
4

The City Council Approved FY 2019 — FY 2028 Capital Improvement Program (CIP) totals $2.192 billion, which represents
a $77.4 million, or 3.7%, increase from the Approved FY 2018 — FY 2027 CIP. The Approved CIP reflects the project
funding and timing recommended by the Ad-Hoc Joint City/School Facilities Investment Task Force for City and School
facilities (for more information, see the Task Force Recommendations & Contingency Funding section).

The Approved CIP maintains the reserved 2.2 cents on the base real estate tax rate for the continuation of the City’s
Transportation Improvement Program (TIP) approved by City Council beginning in FY 2012 to support capital
infrastructure needs and new operating costs associated with new transportation capital projects.

The Approved CIP reflects the one percent increase in the restaurant meals tax (from 4% to 5%) that was included in
the CIP as part of the City Council Add/Delete process and was dedicated to investments in Affordable Housing. For FY
2019 this equates to $4.8 million and over the 10-year plan, this represents a $50.4 million additional investment in
Affordable Housing.

The City Council Approved FY 2019 — FY 2028 CIP represents a continued commitment and investment to numerous
areas of critical City infrastructure, including increased investments in school facilities, maintenance of existing City
assets and facilities, and substantial investment in the City’s combined sewer outfalls (CSO’s) to meet State and Federal
water quality mandates. Each of these investments are discussed in greater detail on the following pages.

Last Year's CIP Compared to Proposed CIP
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Supporting the City Strategic Structure

The City Council Approved FY 2019 — FY 2028 CIP supports the City’s strategic plan and structure. In the Approved FY
2019 — FY 2028 Capital Improvement Program document, each individual project provides information on the primary
City Strategic Theme that the project supports. By supporting these Strategic Themes, the City ensures that capital
investments are being prioritized and balances the future capital infrastructure needs in the City with available
resources.

Diversity of Capital Improvement Program Funding

The funding makeup of the City’s capital program is growing increasingly diverse each year. To help organize this
complexity (which also brings new opportunities), the Approved FY 2019 — FY 2028 CIP divides revenue sources into
three different types as noted below, with the table on the next page providing more detailed information.

e Unrestricted City funds ($1.203 billion) - Includes general cash sources and General Obligation Bond revenues
for the base CIP program.

e Restricted City funds ($561.3 million) - Includes both cash and General Obligation Bond revenues associated
with the Sanitary Sewer Fund, Stormwater Management Fund, Transportation Improvement Program, and
other targeted sources. Because these restricted revenues all have legal restrictions on their available uses, it is
beneficial to discuss financing issues with them separately.

e Non-City funds ($427.4 million) generally include State and Federal grants (including NVTA funding), private
developer capital contributions, and revenues from the City’s telecommunication financial agreement with
Comcast. These revenues are also restricted in their use.

The City’s financing plan has a 50% cash / 50% borrowing structure in this year’s adopted 10-year plan. In the first five
years of the plan when outside funding sources are more certain, the City’s financing plan has a 45% cash / 55%
borrowing structure.
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Cash vs. Borrowing Sources
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In municipal finance, there are no generally recognized specific mathematical benchmarks for cash capital funding. The
bond rating agencies view of cash capital is positive, but the bond rating agencies do not set minimum threshold
expectations. In general, the City considers having an overall CIP which is 25% cash capital from all cash sources as very
healthy. Therefore, the City’s 10-Year CIP cash capital level of 50% greatly exceeds the very healthy level of 25%. This
reflects the City’s commitment to both execute a large dollar volume of CIP projects, but at the same time also keep its
debt at reasonable AAA/Aaa levels.
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Approved Approved
Revenues FY 2018 -FY 2027 FY 2019 - FY 2028 Difference
Unrestricted
Cash Sources (Including G/F Transfer) $ 420,103,723 $ 450,980,613 | $ 30,876,890
G.0. Bonds $ 756,191,638 $ 752,441,847 | $ (3,749,791)
Subtotal, Unrestricted City Revenues $ 1,176,295361 $ 1,203,422,460 |$ 27,127,099
Restricted
Potomac Yard (Cash Sources) $ - % 2,020,234 | $ 2,020,234
Sanitary Sewer (Cash Sources) $ 11,250,000 $ 17,638,652 | $ 6,388,652
Sanitary Sewer (GO Bonds) $ 348,863,000 $ 310,350,000 | $ (38,513,000)
Stormwater Management (Cash Sources) $ 22,685,000 $ 32,993,552 | $ 10,308,552
Stormwater Management (GO Bonds) $ 41,183,000 $ 42,018,000 | $ 835,000
Transportation Improvement Program (Cash Sources) | $ 10,350,000 $ 15,322,703 | $ 4,972,703
Meals Tax Dedication for Affordable Housing $ - $ 50,423,148 | $ 50,423,148
Code Fund $ 150,000 $ -1 $ (150,000)
Pension Administrative Fees $ 550,000 $ 550,000 | $ -
TBD Dedicated Revenue Source (WMATA) $ 80,000,000 $ 90,000,000 | $ 10,000,000
Subtotal, Restricted City Revenues $ 515,031,000 $ 561,316,289 | $ 46,285,289
Non-City
NVTA 70% $ 59,740,000 $ 60,240,000 | $ 500,000
NVTA 30% $ 40,200,000 $ 39,450,000 | $ (750,000)
Other State and Federal Grants $ 139,970,650 $ 115,753,121 | $ (24,217,529)
Private Capital Contributions $ 71,965,213 $ 69,015,213 | $ (2,950,000)
Comcast Revenues $ 12,741,000 $ 12,121,000 | $ (620,000
Interjurisdictional Contributions $ 53,845,000 $ 53,845,000 | $ -
State CSO Capital Share $ 45,000,000 $ 77,000,000 | $ 32,000,000
Subtotal, Non-City Revenues $ 423,461,863 $ 427,424,334 | $ 3,962,471
Total, All Revenue Sources $ 2114,788,224 $ 2,192,163,083 | $ 77,374,859
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Project Categorization
The Approved FY 2019 — FY 2028 CIP addresses four broad areas of expenditure:

* Protection of the City’s investment in existing public facilities or infrastructure (physical assets) through capital
maintenance or renovations;

* Planning and construction of major new public facilities and infrastructure, including new or replacement
information technology systems;

* Planning and construction of major infrastructure related to the City’s sanitary sewer and stormwater
management systems; and

* Alexandria City Public Schools capital infrastructure needs.

The Approved FY 2019 — FY Total
2028 CIP is consistent with Project Category FY 2019 -2028
capital plans from recent years Category 1 - Asset Maintenance $ 520,576,931
in that it places a strong Category 2 - Renovations/Existing Assets $ 484,345,880
existing core facilities and Alexandria City Public Schools $ 407,613,448
infrastructure of the City, Information Technology Plan $ 67,289,500
while utilizing new funding to Affordable Housing $ 50,423,148
. . Reservation of Bond Capacity/Cash Capital for City/School Facilities $ 157,732,467

provide support for projects .
. . CIP Development & Implementation Staff $ 55,324,095

that will provide new and -

Total, All Categories $2,192,163,083

expanded City facilities. This
focus is supported by the continued use of the same three-Category prioritization system used in the development of
the Approved FY 2018 — FY 2027 CIP.

Similar to FY 2018, the Office of Management and Budget categorized projects into one of three categories, as well as
Alexandria City Public Schools (ACPS) funding and the City’s Information Technology (IT) Plan. The Approved FY 2019 —
FY 2028 CIP adds three additional categories: Task Force Recommendations & Contingency Funding, CIP Development
& Implementation Staff, and Affordable Housing. The distribution of funding across the different categories, IT, and
ACPS is shown above. Categories are defined as follows:

* Category 1: Asset Maintenance — funding streams that cover an ongoing maintenance need for an existing City
asset;

* Category 2: Renovations/Existing Assets — specific large renovation or restoration projects that are necessary
cyclically or periodically, but can be scheduled for a specific time period. These projects also pertain to existing
City assets;

e Category 3: New Facilities — projects that result in a new or expanded facility or level of service and can be
scheduled;
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e Alexandria City Public Schools (ACPS) — represents the total of all approved funding for ACPS;

* Information Technology Plan — projects included in the ten-year plan that are Information Technology related;

» Affordable Housing — represents the funding dedicated to Affordable Housing projects by City Council through
the one percent increase in the restaurant and meals tax.

* Reservation of Bond Capacity/Cash Capital for City/School Facilities— funding that remains in contingency
based on the recommendations from the Ad-Hoc Joint City/School Facilities Investment Task Force. This includes
outyear contingency funding for City and School facility projects reviewed by the Task Force, and funding for
land acquisition for City and School facilities.

* CIP Development & Implementation Staff — funding for City staff that are working directly on implementing
capital projects that are charged to the CIP.

Beyond basic capital maintenance issues, the Approved FY 2019 — FY 2028 CIP reflects a vision for the City’s future.
The FY 2019 CIP decision making process included an initial effort to integrate the capital plan with City Council’s
guidance, the Strategic Plan and budget guidance, and many of these projects are considered new facilities, or
Category 3 projects. Of the $448.9 million in Category 3 projects, $238.3 million (from both City and non-City sources)
is for new and expanded transportation and transit infrastructure projects, including construction of the
Beauregard/West End Transit Corridor (Strategic Theme 10 — Multimodal Transportation).

Other significant Category 3 projects include:

e Fundingis included for capital infrastructure improvements associated with the Waterfront Plan
Implementation ($55.9 million)

e Funding to continue improvements to City athletic fields and conversions to synthetic turf ($20.0 million)

e Funding to begin construction of High Capacity Transit Corridor “B”/Duke Street (519.0 million)

e Funding to continue build-out of a City-owned fiber optic network ($5.0 million)
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CIP PURPOSE & DEFINITIONS
S e —

The adoption of the CIP by the City Council is an indication of its support of both the capital projects that the City
intends to pursue, and a plan for the anticipated levels of financing needed to fund these capital projects over the 10-
year period.

The adoption of the 10-year CIP is neither a firm commitment to a particular project nor a limitation to a particular cost.
As a basic tool for prioritizing and scheduling anticipated capital projects and capital financing, the CIP is a key element
in planning and managing future debt service requirements. Only the first year of the CIP (FY 2019) represents a
funding commitment for the project to proceed to the next stage, or to be implemented depending on the level of
funding provided.

The City defines capital project expenditures (as opposed to an operating expenditure) as:

An expenditure of more than $10,000 that acquires, expands, repairs, or rehabilitates a physical asset
with a useful life of at least three years and typically much longer than three years. These also include
technology related expenditures.

It does not include day-to-day maintenance expenditures such as custodial or janitorial services, minor (less than
$10,000) carpentry, minor electrical and plumbing repairs, or repair or routine replacement of fixtures or furniture.

CIP Priorities for FY 2019 - FY 2028

The Approved FY 2019 — FY 2028 CIP represents the second year of a two-year CIP development cycle. With the
exception of projects under the purview of the Ad-Hoc Joint City/School Facilities Investment Task Force, changes to
capital projects were largely restricted to changes in Non-City funding (i.e. State/Federal grants), and minor changes to
project cost and timing. As such, the Approved FY 2019 — FY 2028 CIP follows the guidelines outlined during the
development of the Approved FY 2018 — FY 2027 CIP. These guidelines included:

e Using the previously approved CIP as the “base” for the Approved FY 2019 — FY 2028 CIP;

e Incorporating City Council guidance into the plan;

e Working to align projects with the City’s Strategic Plan and City Manager’s budget priorities;
e Preserving and maintaining the City’s existing physical assets;

e Addressing ACPS capital needs; and

e Addressing Washington Metropolitan Area Transportation Authority (WMATA) capital needs.
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Development of Approved CIP

The development of the Approved FY 2019 — FY 2028 CIP began in August 2017, with the submission of project change
requests by departments. FY 2019 represents the second year in a two-year CIP development cycle, so departments
were asked to justify any project changes that could not wait until the next full CIP development cycle (FY 2020).
Departments were asked to limit project changes to the following circumstances:

e The project is being delayed and funding is no longer needed on the schedule originally approved;
e The project has had a change in the amount and/or timing of Non-City funding;

e The project cost has been refined and needs to be reduced; or

e Asignificant increase in estimated project cost has been identified

Project change justification forms were due in mid-September 2017.

During the fall of 2017, two groups began meeting to discuss and make recommendations on the development of the
CIP. First, the Peer Technical Review Committee met to discuss the various details of submitted projects change
requests. The Peer Technical Review Committee consists of subject matter experts from the more capital project
intensive departments in the City, and is chaired by the Director of the Department of Project Implementation. The
members of the Peer Technical Review Committee reported back insights and recommendations to the CIP Steering
Committee.

The CIP Steering Committee is the second body, and recommends the project composition and funding levels of the
Proposed CIP to the City Manager. This committee consists of members of the City Manager’s Office and the
department heads of the most capital project intensive departments in the City. For the FY 2019 — FY 2028 CIP
Development process, the committee included department heads from the Department of General Services;
Recreation, Parks & Cultural Activities; the Department of Transportation & Environmental Services; the Department
of Information Technology Services; the Department of Project Implementation; and the Office of Planning & Zoning.
The Steering Committee is chaired by a Deputy City Manager and coordinated through the Office of Management and
Budget. ACPS was invited to attend these meetings.

The CIP Steering Committee met throughout the fall 2017 and winter 2017/2018 to craft a balanced CIP
recommendation for the City Manager and to outline major policy issues facing the CIP. The CIP Steering Committee
largely incorporated the funding recommendations of the Joint City/School Facilities Investment Task Force into their
CIP recommendation. The committee presented its recommendations to the City Manager in January 2018.
Subsequently, the City Manager worked with OMB to finalize the project composition and funding levels
recommended in the Proposed FY 2019 — FY 2028 CIP.

The City Manager presented the Proposed Operating Budget and CIP on February 20th to City Council. City Council
and City staff held a series of budget worksessions in March, April and May to provide additional detail on the
proposed budgets. Council had the opportunity to make changes to the Operating Budget and CIP through two
Add/Delete meetings and then approved the operating budget and CIP on May 3rd.
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FY 2019 PROPOSED CIP SOURCES AND USES
I

FY 2019 Capital Year Budget Revenues (Sources)
The total Approved single year CIP for FY 2019 is $199.6 million; a $8.2 million decrease from FY 2019 in last year’s

approved single year CIP. A listing of all revenues included in the FY 2019 — FY 2028 CIP including the FY 2019 Capital
Year Budget can be found in the Summary Funding Tables section of the Full CIP Document.

FY 2019 Capital Year Budget Revenues
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Revenue highlights of the Approved FY 2019 Capital Year Budget expenditures include:

e FY 2019 revenues are split between borrowing (55.0%) and cash sources (45.0%). In municipal finance, there
are no generally recognized specific mathematical benchmarks for cash capital funding. In general having an
overall CIP which is 25% cash capital from all cash sources is considered very healthy.

e The General Fund Cash Capital Transfer amount is $37.0 million, or 4.9% of General Fund Expenditures. In
January 2015, City Council set a target of 2.5%, and a minimum of 2.0% (which would have been equal to $15.0
million).

e During the FY 2017 and FY 2018 budget process, City Council added a total of five cents to the Real Property Tax
Rate for use in augmenting the City’s capital program. Revenue from these five cents has been planned as a
funding source for the Approved FY 2019 — FY 2028 CIP.

e The Approved CIP reflects the one percent increase in the restaurant and meals tax that was included in the CIP
as part of the Add/Delete process and was dedicated to investments in Affordable Housing. This dedication
totals $4.8 million in FY 2019.

e The Approved FY 2019 CIP includes revenues from the recently implemented Stormwater Utility fee (the first
billing occurred in January 2018). The Approved CIP includes $2.1 in revenue from the Stormwater Utility fee in
FY 2019 and $3.7 million in GO Bonds, backed by Stormwater Utility fee revenue.

e Non-City revenues sources, including Comcast revenues, State/Federal grants and Northern Virginia
Transportation Authority (NVTA) revenues total $27.1 million.
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FY 2019 Capital Year Budget Expenditures (Uses)

The total Approved CIP expenditures for FY 2019 are $199.6 million which represents a $8.2 million decrease from FY
2019 in last year’s approved CIP. FY 2019 is the only year of the 10-year CIP that is formally appropriated by City
Council. A listing of all projects included in the FY 2019 - FY 2028 CIP including the FY 2019 Capital Year Budget can be
found in the Summary Expenditure Tables section of the full CIP document. The pie chart and the narrative below
detail only FY 2019 Capital Year Budget highlights by CIP document section.

FY 2019 Capital Year Budget Expenditures
$199.6 million

Reservation of Bond
Capacity/Cash
Capital for
City/School Facilities
$45.4 M

Transportation

CIP Development &
Implementation Staff
$47M

Schools
__$332M™

Community
$37.4M Development
$149M
Stormwater
Management $ILP|STVI
$3.9M '

Other Regional

Sanitary Sewers — T . Contributions
$239M o Recreation & Parks “~— Public Buildings $0.8 M

$8.4M $9.6 M

Project highlights of the Approved FY 2019 Capital Year Budget expenditures include:

e Alexandria City Public Schools ($33.2 million FY 2019 Capital Year Budget)

0 The Approved FY 2019 — FY 2028 CIP includes funding for 100% of the School Board’s 10-year $474.7
million request. For FY 2019 the Approved CIP reflects funding for 100% of the School Board’s $68.3
million request, with $33.2 million approved in direct funding and $35.15 million set aside in reserved
bond capacity and cash capital for FY 2019 (reserving $30.0 million for land acquisition and $5.15
million for new high school planning and design). Both the City Council Approved 10-year CIP and the
School Board approved 10-year CIP largely reflect the recommendations of the Ad Hoc Joint
City/Schools Joint Facilities Task Force.
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e Transportation ($37.4 million FY 2019 Capital Year Budget)
0 $29.7 million to support the WMATA Capital Improvement Program. This includes the use of $5.7 M in
prior year funds dedicated to WMATA’s capital program, $3.5 M in bond premium payouts held by
WMATA, and $4.0 M from the City’s Northern Virginia Transportation Commission (NVTC) fund
balance. This recommended funding amount assumes that the new dedicated funding stream

approved by the Virginia and Maryland General Assemblies as well as the D.C. City Council, will be used
to support WMATA’s $500 million per year enhanced CIP.

0 $5.3 million for Street Reconstruction and Resurfacing. This includes an additional $1.5 million of City
funds to replace unrealized state revenue sharing funds in FY 2019. Resurfacing of lane miles will
increase from an estimated 22 miles resurfaced in FY 2014, to over 55 miles resurfaced in FY 2019.

0 $4.0 million for Dash Bus Clean Diesel Fleet Replacements

e Recreation and Parks ($8.4 million FY 2019 Capital Year Budget)
0 $2.0 million for improvements to athletic fields and installation of synthetic turf at City park facilities
0 $0.9 million for repairs identified by the facilities condition assessment conducted at Chinquapin
Recreation Center
0 $0.5 million for the renovation and maintenance of trees planted along City Streets, in parks, and on
school grounds and other public properties

e  Public Buildings ($9.6 million FY 2019 Capital Year Budget)
0 $6.4 million for identified maintenance and repair projects, as part of the City’s Capital Facilities
Maintenance Programs (CFMPs)
0 $2.0 million for critical upgrades and renovations to the Alexandria Courthouse
0 50.5 million to conduct high priority repairs to City Hall

e Information Technology Plan ($11.6 million FY 2019 Capital Year Budget)
0 $5.0 million to continue implementing the $10.0 million Municipal Fiber Broadband Project
0 $2.5 million in investments in Public Safety Systems, including $1.8 million to begin critical upgrades to
the City’s Public Safety Radio system.
0 $0.7 million to invest in the City’s court records system (AJIS)
0 S2.1 million is budgeted to maintain the City’s IT infrastructure, with $1.7 million of those costs offset
by Comcast revenue earmarked for network infrastructure improvements.

e Sanitary Sewers ($29.9 million for FY 2019 Capital Year Budget)

0 Includes $25.0 million to begin work on CSO 001-004 to meet the accelerated state mandated timeline
of construction to mitigate sanitary sewer overflows. The Approved CIP assumed that $12.0 million of
the cost in FY 2019 will be offset by state funding (with the $8.0 million balance of initial state funding
to be expended in FY 2020). This state funding did not materialize for FY 2019, so only $13.0 million in
City funds will be available.
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¢ Stormwater Management ($3.9 million FY 2019 Capital Year Budget)
0 50.4 million to continue Stream & Channel Maintenance projects
0 $1.3 million to continue restoration work at Lucky Run Stream, which will be partially offset by the $0.7
million Stormwater Local Assistance Fund (SLAF) grant awarded to the City.

e Community Development ($10.2 million FY 2019 Capital Year Budget)
0 $5.8 million to continue implementation of the Waterfront Small Area Plan
0 $4.8 million for investments in Affordable Housing. This project was added to the CIP during the
Add/Delete process and represents the one percent increase in the restaurant meals tax approved by
City Council and dedicated to Affordable Housing projects.
0 $1.3 million for planning work and studies at Landmark, Old Town North, and Eisenhower East

e Other Regional Contributions ($0.8 million FY 2019 Capital Year Budget)
0 50.40 million in capital improvements for the Northern Virginia Regional Parks Authority (NVRPA) and
$0.36 million in capital improvements at the Northern Virginia Community College (NVCC) are included
in the Approved CIP.
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FY 2019 — FY 2028 PROPOSED CIP SOURCES AND USES
T

FY 2019 - FY 2028 Capital Improvement Program — Ten-Year Sources and Uses Overview

The total Approved CIP for FY 2019 — FY 2028 is $2.192 billion, a $77.4 million increase over last year’s approved CIP.
This represents 3.7% increase over last year’s plan. A listing of all funding sources included in the FY 2019 - FY 2028
CIP can be found in the Summary Funding Tables section of the full CIP document. The narrative below provides only

highlights of the 10-year plan revenues and expenditures.

FY 2019 - FY 2028 CIP Revenues

$2.192 Billion
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. : - - _
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FY 2019 — FY 2028 CIP Revenue (Sources) highlights include:

e Continued use of Northern Virginia Transportation Authority (NVTA) for both regional (Transit Corridor “C” — West
End Transitway) and local (DASH bus replacements) projects. A total of $99.7 million is budgeted from NVTA
sources in the FY 2019 — FY 2028 Approved CIP. The legislation recently passed by the Virginia General Assembly to
provide dedicated capital funding to WMATA will, over time, impact the amount of NVTA regional and local funds
available to other City transportation projects. City staff continues to work with regional and state partners to work
through the details of the impact on these funding streams and to determine the path forward for investments in
priority City transportation projects.

e To fund WMATA’s capital needs, the Approved CIP reflects $254.5 million of local, regional, and state funds
allocated to the WMATA Capital Subsidy. The legislation recently passed by the Virginia and Maryland General
Assembly, as well as the D.C. City Council, to provide dedicated capital funding to WMATA will have an impact on
the City’s contributions to WMATA'’s capital program.

e The General Fund Cash Capital Transfer is above the City Council approved target of 2.5% of General Fund
expenditures annually, averaging 5.0% over the ten-year plan. The percentage as it relates to total General Fund
expenditures in FY 2019 is 4.9%.

e The Approved CIP reflects the one percent increase in the restaurant meals tax that was included in the CIP as part
of the Add/Delete process and was dedicated to investments in Affordable Housing. This dedication totals $50.4
million over the 10-year plan.

e Private development contributions supporting capital infrastructure projects throughout the City totals $69.0
million.

e Stormwater Utility Fees will provide an estimated $33.0 million in funding for the Approved CIP and an additional
$42.0 in utility fee backed GO Bonds.

e State and interjurisdictional contributions are projected at $130.8 million to support work to mitigate sanitary
sewer overflows at the City’s four combined sewer outflows. The State funding is estimated and not guaranteed
and will need to be budgeted and approved by the General Assembly.
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FY 2019 - FY 2028 CIP Project (Uses) highlights include:

FY 2019 - FY 2028 Capital Budget Expenditures

$2.192 billion
Reservation of Bond
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WMATA Capital for
$2545M City/School Facilities
$157.7M

CIP Development &
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$55.3 M
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Development
$1345M

__IT Plan
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Sanitary Sewers_~ :
$453.8 M AN - Other Regional
Recreation & Parks - Public Buildings Contributions

$87.2M $153.0 M $8.7M

e The School Board’s Approved FY 2019 — FY 2028 CIP is fully funded in the City Council Approved CIP. This includes
$407.6 million directly allocated to Alexandria City Public Schools over the life of the 10-year plan, $37.1 million
held in a bond reserve/cash capital CIP account for school projects, and an additional $60.0 million of debt capacity
reserved for land acquisition opportunities for City and School facilities.

e Sanitary Sewer funding totals $453.8 million, including $385.0 million to conduct state and federally mandated
work to mitigate sanitary sewer overflows at the City’s four combined sewer outflows.

e The Approved CIP includes $128.2 million to fund the City’s Capital Facility Maintenance Programs (CFMPs) and
other major renovations (i.e. City Hall).

e Stormwater funding totals $65.4 million to begin to address long-term capital infrastructure needs related to state
and federally mandated improvements.

e Funding to begin implementation of the Waterfront Plan totals $55.9 million in the ten-year plan.

e Funding to construct the Transit Corridor “C” — West End Transitway totals $127.7 million in the ten year plan.

e Funding to continue the City’s Street Reconstruction and Repaving program totals $51.3 million over the ten year
plan.

e DASH Bus Fleet Replacements total $23.5 million over the ten-year plan.

e WMATA capital funding totaling $254.5 million. This capital support includes the City’s portion of the purchase of
new 7000 series railcars planned by WMATA between FY 2019 and FY 2023. This amount does not include $40.0
million over the ten-year plan from NVTC proceeds from state and gas tax funding which the City will use to offset
some of the increased costs.
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DEBT RATIOS, CASH CAPITAL, & DEBT SERVICE
I

The Approved FY 2019 — FY 2028 Capital Improvement Program assumes borrowing in the amount of $1.1 billion to

fund the capital infrastructure needs identified throughout this document. Included in that amount are $310.4 million
in bonds for the Sanitary Sewer projects backed by Sanitary Sewer connection and maintenance fees, and $42.0 million
in bonds for Stormwater Management projects backed by the Stormwater Utility. A total of $749.9 million in bonds are
planned over the ten years for other City projects, including Alexandria City Public Schools capital infrastructure needs
(borrowing comprises $293.6 million of future ACPS capital costs in the ten-year plan, primarily associated with school
capacity projects).

While the ten-year CIP includes additional borrowing, the plan also assumes the re-payment of $785.0 million in
principal payments on prior year and planned bond issuances. Of this $785.0 million in principal payments, $148.3
million will be paid through Sanitary Sewer fees, Stormwater Utility fees, and the Potomac Yard generated tax
revenues. The debt service on the remaining bonds is paid back through the City’s General Fund. This amount of debt
proposed is consistent with debt ratios that support the City’s hard-earned AAA/Aaa bond ratings. Additional borrowing
will impact the annual operating budget through increased debt service payments.

City Council Approved Debt Ratios

City Council passed a set of debt-related financial policies on June 9, 1987. During FY 1998, the Budget and Fiscal Affairs
Advisory Committee (BFAAC), a City Council appointed citizen committee, analyzed these debt-related financial policies,
and examined the City’s financial condition in comparison to other jurisdictions with superior credit ratings (other
double-triple A rated jurisdictions). The BFAAC and the City Manager recommended that City Council reaffirm the
updated debt-related financial policies, incorporating BFAAC’'s recommended updates to the policies to establish a
consistent set of appropriate relationships between debt targets and limits.

City Council reaffirmed its commitment to sound financial management and adopted the updated debt-related financial
policies on December 9, 1997. City Council amended the policies on October 26, 1999, to allow priority consideration
for an increase in the assignment of fund balance for capital project funding. On June 24, 2008, City Council adopted
the City Manager's recommendation, endorsed by BFAAC, to revise the target and limit upward, reflecting the ratio of
debt as a percentage of total personal income.

As part of the FY 2018 — FY 2027 CIP, City Council approved modifications to the City’s Adopted Debt Ratios, endorsed
by BFAAC, that (1) accommodate the City’s current capital needs, (2) give the City the flexibility to meet
future/unanticipated capital needs, and (3) maintain a fiscally moderate position for the City that is in line with regional
comparators and what bond rating agencies would view as acceptable. The changes outlined as follows will continue to
support the City’s status as an AAA/Aaa bond rated jurisdiction.

City of Alexandria FY 2019 Approved Budget 15.17



CITY OF ALEXANDRIA, VIRGINIA

Approved FY 2019 — FY 2028
Capital Improvement Program Overview

Debt Ratio Previous Ratios City Council Adopted Changes

Target  Limit Exemptions Target  Limit Exemptions

Debt as a Percentage of] Set by Sanitary Sewer &
i 0, 0, i 0,
Fair Market Real Pro\?;:)e/ 1.10% | 1.60% Sanitary Sewer Debt clP 2.50% Stormwater Debit
D‘;t;tt :ISP‘Z iif;q:‘i%‘?nog 3.20% | 4.50% | Sanitary Sewer Debt DELETED AS A MEASURE
Debt Service as a
Percentage of General o o . Set by o Sanitary Sewer &
Government 8.00% | 10.00% Sanitary Sewer Debt cPp 12.00% Stormwater Debt
Expenditures
Debt Issuances Specific to
10-Year Debt P;y:t‘ig NOT A PRIOR MEASURE 65.00% | 50.00% | Assets with a 20+ year
Useful Life

Staff recommended changes to the Debt as a Percentage of Real Property Value and Debt Service as a Percentage of
General Government Expenditures policies after comparing the City’s current policy and forecasted capital needs to the
adopted policies and actual practices of relevant comparator jurisdictions. The ratios’ limits were adjusted to a level
that was sufficient to address anticipated future needs, provide additional capacity for unanticipated needs, remain
compatible with each other, and avoid another adjustment in the near future, while being considered reasonable by
the rating agencies. The methodology for selection of the proposed rate included review by the City’s financial advisors.

The establishment of a 10-Year Debt Payout Ratio target of 50% formalizes the City’s current practice of structuring
debt with level principal payments. Highly-rated jurisdictions such as the City of Alexandria often structure debt using
level principal payments.

Each year of the 10-year plan stays within these approved limits for the Debt as a Percentage of Fair Market Real
Property Value, Debt Service as a Percentage of General Government Expenditures, and the 10-Year Debt Payout ratios.

Bond Capacity Reservation for City & School Land Acquisition

The long-range debt forecasting for the Approved FY 2019 — FY 2028 CIP includes the reservation of bond capacity for
land acquisition for City and School facilities, and for the to be determined costs to move and buildout a facility to co-
locate DCHS services. The following pages illustrate the Approved FY 2019 — FY 2028 CIP’s forecasted performance
regarding the City’s adopted debt ratios, with and without the bond capacity reservation.
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Debt as a Percentage of Fair Market Real Property Value
Limit = 2.50 percent; FY 2019 = 1.73 percent

3.00%

Limit
2.50%

2.50% A NS SED GES GED GED SED GED SED AGED GED GED GED OGN GED GED GED GES GES GED AN NS N eEs e

2.00%

1.50%

)%
s FY 19 FY 20 FY 21 FY 22 FY 23 FY 24 FY 25 FY 26 FY 27 FY 28
g Al| Applicable Debt «« 4« « All Applicable Debt [without Bond Capacity Reservation]
This ratio indicates the relationship between the City’s debt and the full value of real property in the City as assessed
annually at fair market value. It is an important indicator of the City’s ability to repay debt because real property taxes
are the primary source of the City’s revenues used to repay debt. A small ratio is an indication that the City will be
better able to withstand possible future economic downturns and continue to meet its debt obligations. The City will be
in compliance with this debt ratio for all 10 years of the plan.

Debt Service as a Percentage of General Government Expenditures
Limit = 12.0 percent; FY 2019 = 6.60 percent
3.00%

o Limit
2.50%

2.50% - e e e e e En En - En e e e e e e e - n = = - -

2.00%

1.00%
FY 19 FY 20 FY 21 FY 22 FY 23 FY 24 FY 25 FY 26 FY 27 FY 28
=== A|| Applicable Debt =« « « All Applicable Debt [without Bond Capacity Reservation]
This ratio is a measure of the City’s ability to repay debt without hampering other City services. A small ratio indicates a
lesser burden on the City’s operating budget. The City will be in compliance with this debt ratio for all 10 years.
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10-Year Debt Payout Ratio
Limit = 50.0 percent; Target = 65.0 percent; FY 2019 = 69.0 percent
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Pay Out Ratio 50% 65%

This ratio compares how much debt is structured to be paid off in a given period of time. A more aggressive repayment
structure results in a higher ratio. The speed of the repayment of outstanding debt is one of the areas in which local
governments are evaluated by the bond rating agencies. A payout ratio at or greater than 50 percent is typically viewed
favorably and as best practice for municipal debt management.

The chart above represents the 10-Year Pay Out Ratio for existing outstanding debt, plus the forecasted debt payment
schedule for the CY 2018/FY 2019 General Obligation Debt Issuance.
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General Fund Cash Capital Transfer

City Council adopted, in January 2015, a General Fund Cash Capital Transfer target of 2.5% and a “floor” of 2.0% of
General Fund expenditures to support the CIP. Providing a minimum and a target helps ensure that cash capital will be
maintained at a healthy level, while maintaining flexibility in setting budget priorities between the annual General Fund
Operating Budget and annual cash capital transfer from the General Fund to the CIP.

This cash capital policy provides City staff the flexibility to develop sustainable and affordable General Fund support to
the CIP through debt service paid on General Obligation Bonds and a recurring cash capital transfer supporting City
Council capital infrastructure priorities in the ten-year CIP. Furthermore, this policy ties the cash capital closely to the
General Fund, and allow cash capital to grow or decrease proportionally with the General Fund, while still providing the
necessary resources to maintain the City's capital infrastructure. The adopted 10-year CIP reflects a cash capital
transfer equal to 5% of General Fund expenditures which is double the adopted target level of 2.5%

The chart below details the planned level of the General Fund Cash Capital Transfer in each year of the CIP along with
the percentage of estimated General Fund expenditures comprised by the General Fund Cash Capital Transfer. The
General Fund Cash Capital Transfer represents 38.7% of all cash sources used to finance the ten-year plan.

General Fund Cash Capital Transfer - Approved FY 2019 - 2028
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Debt Service

While the City stays within fiscally prudent debt guidelines for General Fund supported projects, debt service payments
will continue to grow in order to fund the debt service on previously issued and planned debt issuances. As debt service
continues to grow (as evidenced in the chart below), and City revenues continue to experience minimal to moderate
growth, the City will be facing a tax rate versus a capital/operating funding set of decisions. The chart below provides
details on the projected debt service payments for both existing debt (issued through FY 2018) and planned debt (FY
2019 through FY 2028).

Debt service is broken down into five categories — Other City Debt Service, Schools Attributable Debt Service, Sanitary
Sewer Debt Service, Stormwater Management Debt Service, and Potomac Yard Debt Service (which is paid for by
Potomac Yard generated tax and developer revenues). In FY 2019, $72.2 million is estimated for debt service payments,
an increase of $0.2 million over last year’s budgeted debt service payments. Of the $72.2 million total, $3.5 million will
be paid from the Sanitary Sewer Fund and the Stormwater Utility enterprise funds.

FY 2019 - 2028 Debt Service Attribution

$1600

= 4 Dollar amounts represent General —
= %1400 .
= Fund portion only. ] —] -
$1200 —]
$1000 $1056M | [¢10a1m| |$1065Mm| |$1066M | |$1055M | |$104.4m
94.8M
$80.0 $90.0M $
$78.1M
$60.0 $68.7TM
$400
$20.0
$-
FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028
W Other City Debt Service  BSchools Attributable Debt Service DSanitary Sewer Debt Service @ Stormwater Management Debt Service BPotomac Yard Debt Service
Debt Service ($ in millions) FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY 2026 FY2027 FY 2028
General Fund Supported Debt Service $68.7 $78.1 $90.0 $94.8 $105.6 $104.1 $106.5 $106.6 $1055 $104.4
Potomac Yard Debt Service * $0.0 $0.0 $0.0 $4.0 $5.5 $7.2 $7.2 $7.2 $8.3 $9.2
Sanitary Sewer Debt Service $2.8 $9.5 $13.6 $20.7 $25.9 $28.8 $28.6 $27.7 $27.1 $26.4
Stormwater Management Debt Service $0.7 $1.3 $1.7 $2.0 $2.2 $2.6 $3.0 $3.4 $3.9 $4.1
Total Debt Service $72.2 $88.9 $105.3 $1215 $139.1 $142.6 $1453 $1448 $1448 $144.1
Total $ Change Over Prior Year $0.2 $16.7 $16.4 $16.2 $17.6 $3.5 $2.7 -$0.5 $0.0 ($0.7)
Total % Change Over Prior Year 0.3% 23.1% 18.4% 15.4% 14.5% 2.5% 1.9% -0.3% 0.0% -0.5%

*Based on October 2017 projections. Given increased station costs, actual debt service will increase above these levels.
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ADDITIONAL OPERATING IMPACT
S e ——

In addition to the General Fund impacts of both the Cash Capital transfer and debt service payments, the CIP also has
operating impacts based on the actual projects implemented. These costs can be as simple as additional operating
funding to maintain a new park, to additional staffing required to operate a new Computer Aided Dispatch System, to
utility costs associated with opening a new City facility.

As part of the Approved FY 2019 — FY 2028 CIP, an additional operating analysis was performed for each project and
impacts are noted on each individual project page of the Capital Improvement Program document. While not all
impacts will be charged against the General Fund, the estimated operating impact could be as much as $10.9 million in
additional resources needed in FY 2028 as a result of City capital projects (excluding the operating impacts of ACPS
capital projects). The chart below indicates a significant increase in operating impacts between FY 2020 and FY 2023.
This is predominantly attributed to the anticipated operating costs of the completed Transit Corridor “C” — West End
Transitway, and the increase in the City’s WMATA operating subsidy due to the opening of the Potomac Yard Metrorail
Station.

In some cases, these additional increases noted may be offset with new revenues or transitioning from shifting
priorities or changing business practices within the City. Additional operating impacts are updated annually, and are
refined as the project moves closer to the current capital year budget. The chart below indicates the additional
operating impact by fiscal year.

FY 2019 - FY 2028 CIP Annual Operating Impact (All Funds)
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